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The word “Audit” is usually in­
terpreted to represent the examination 
of a company’s financial statements to 
establish the fairness of the company’s 
financial position and results of opera­
tions. However, a different type of 
audit rapidly coming into usage, and 
applicable to different types of com­
panies, including nonbusiness 
organizations, is the marketing audit.
The marketing audit has been 
defined as a systematic and unbiased 
review and appraisal of objectives and 
policies of the marketing functions. It 
includes review of the organization 
and the methods, procedures and per­
sonnel employed to implement the 
policies and achieve the objectives.1 
The marketing audit is a valuable 
evaluation tool which describes cur­
rent activities and results related to 
sales, costs, prices, profits, and other 
performance feedback.2
Given the definition, the following 
questions may be considered:
1. Why, when, and how is a market­
ing audit performed?
2. How is a marketing audit com­
pared to a financial audit?
Today’s market is highly dynamic 
and constantly changing, and a firm’s 
marketing operation may fall out of 
phase with current conditions and in­
cipient trends.3 Therefore, to keep 
abreast of these continuous changes, a 
marketing manager must be able to 
evaluate and update his marketing 
functions and policies with a certain 
frequency.
All companies can benefit from a 
marketing audit; however, the follow­
ing companies would benefit the most 
from it:
1. Young companies, where a 
marketing philosophy and policy has 
not yet been established.
2. Troubled companies, where a 
need to identify and analyze the com­
pany’s poor performance is most evi­
dent and urgent.
3. Successful companies, where a 
marketing audit could determine 
whether the company is performing at 
its highest potential, and a sudden 
reversal is not likely to occur.
4. Highly technology-oriented com­
panies, where emphasis is more likely 
to be placed on the product than on the 
market.4
To be most beneficial, a marketing 
audit should be performed at regular 
intervals, much like a financial audit. 
It also should be performed by an out­
sider, usually a management consult­
ing firm, in order to obtain indepen­
dence and objectivity.
The first step in a marketing audit is 
the establishment of objectives and 
scope.5 Examples of objectives are:
1. To recommend a new pricing 
policy;
a) The product should be com­
petitively priced based upon eco­
nomic conditions and elasticity of 
demand.
b) The price of the product should 
also cover all costs plus a reasona­
ble profit.
2. To develop a product evaluation 
system:
a) The company’s product should 
be compared to the competition’s 
product in terms of quality, size, 
packaging, services provided, and 
added features.
The scope could entail an audit of a 
company as a whole, with particular 
emphasis on some of the branches. The 
audit would focus on marketing opera­
tions but also include a review of the 
sales cycle. For example, the following 
would be considered:
1. Method of selling (personal, 
catalog, etc.),
2. Credit terms given to customers,
3. Follow up for collections, and 
4. Services provided.
The objectives and scope would be 
determined by the company’s execu­
tive management, e.g. board of direc­
tors, and the marketing auditor. After 
objectives and scope have been deter­
mined, a detailed program could be 
prepared.
Although a detailed, marketing 
audit program should be designed for 
the particular organization under 
review a marketing audit tailored for a 
manufacturer of shopping goods will 
serve as a useful example.
The marketing considerations 
would include the “marketing mix,” 
or, as commonly called the “4 Ps”: 
Product, Price, Place and Promotion.6
PRODUCT - Here, a study would 
be undertaken to determine whether 
the product meets consumers’ needs 
and desires. Quality controls would 
be reviewed, e.g. if a product must 
meet certain quality standards, what 
controls are implemented to ascer­
tain that this requirement is 
fulfilled? Packaging would be ex­
amined; is the product packaged so 
that it looks attractive, and is it safe 
and convenient for handling? In ad­
dition, short term and long term 
sales forecasts are reviewed. Are the 
forecasts made, and are they ex­
ecuted with adequate and modern 
tools? Past forecasts are also 
reviewed—were they accurate? If 
not, why?
PRICE - The auditor here would 
analyze the price of the product by 
determining whether the product is 
competitively priced, and if there is 
a recovery of costs plus a reasonable 
profit. The credit terms given to 
customers would also be reviewed 
for adequacy; are credit terms con­
ducive to increased customers’ 
purchases? Are credit terms so strict 
as to be unreasonable? Is a credit 
check made before a sale is entirely 
completed?
PLACE - The marketing auditor 
would be concerned with the re­
liability and efficiency of the 
transportation used in terms of time, 
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mode, cost of transportation and 
damaged goods factor. An evalua­
tion of the storage facility should 
also be undertaken. Is the storage 
facility adequate in terms of cost, 
location, and space? Are the goods 
properly controlled and stored? 
Also, the marketing auditor would 
review the company’s policies and 
objectives concerning potential new 
markets.
PROMOTION - The effectiveness 
of sales promotion should be 
analyzed to determine if the com­
pany is presenting the product in its 
best light. The rate and level of 
market penetration should be 
reviewed. Is the sales promotion 
reaching the market, and to what 
extent is it reaching the market? 
How is market feedback analyzed 
and how quickly does the company 
respond to changes based upon the 
market feedback? Legal and ethical 
aspects of promotion should also be 
considered.
Throughout the audit, the marketing 
auditor(s) would gather data, analyze 
findings, and propose recommenda­
tions. The end product of the market­
ing audit consists of a report describ­
ing the procedures used, the objectives 
and scope, the findings and their 
evaluation, and recommendations.
The definition of the marketing 
audit and procedures displays 
similarities to the commonly accepted 
meaning of the audit of a company’s 
financial statements.
In a financial audit, there is evalua­
tion of the general economic condi­
tions, the industry of the client as re­
lated to the economy, (what effect the 
economic trend has on the industry), 
and the client’s firm performance with­
in the industry. There is also review of 
the company’s system of internal con­
trol. In a marketing audit the same 
steps would be performed, except that 
a review and evaluation of the market­
ing operations, instead of internal con­
trol, would be performed.
After the review of internal controls 
and evaluation of their effectiveness, a 
financial audit usually would set a 
standard of the company’s financial 
and accounting data. The same process 
occurs in a marketing audit, and based 
upon the evaluation of the economy, 
industry and marketing operations, 
standards of performance are estab­
lished or reaffirmed.
In a financial audit there is also con­
cern with the trend of economic condi­
tions, as they could strongly influence 
the firm’s performance within the near 
future. Again, the same considerations 
are a part of the marketing audit. The 
trends of the economy and related in­
dustries are evaluated. For example, 
how could a decline in the building in­
dustry affect the client’s sales of house­
hold furniture? Is the effect foreseen to 
be so great that a cut in production and 
personnel should be made?
Could the marketing audit results be 
of interest to the independent auditors 
of a company’s financial statements? 
The answer is yes. From the descrip­
tion of the marketing audit, it is evi­
dent that much information is gathered 
about the company’s products, price, 
and personnel. This should not be con­
strued to mean that an independent fi­
nancial auditor should audit such in­
formation, or substitute the marketing 
audit for financial audit steps. The in­
dependent auditor could utilize such a 
report to gain a better understanding 
of the firm’s departments, personnel,
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being of the company as a whole □
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IN MEMORIAM
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